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) ORDERISSUING
) DECLARATORY
) RULING

This mattercomesbeforethePublic ServiceCommissionof SouthCarolina(the

Commission)on the Petition of the Office of Regulatory Staff (ORS) for an Order

clarifying stateUniversal ServiceFund (USF or Fund) Guidelinesand a Requestfor

ExpeditedRelief. Further,ORShas filed a Motion for ExpeditedReview.Responsesto

the Petitionwerereceivedfrom numerouspartiesto theDocket, includingone response

in the form of a Petition from SouthCarolinaCableTelevisionAssociation(SCCTA),

which raisesissuesin additionto thoseraisedby ORS.Basically, thereis no opposition

to theoriginalORSPetition,but severalpointsin oppositionhavebeenraisedwith regard

to theSCCTAPetition.Becauseof thesefactors,we granttheORSMotion for Expedited

Reviewof its Petition and will proceedto rule on it. We hold the SCCTA Petition in

abeyanceat this time.

The ORS Petition statesthat pursuantto Order No. 2005-7 issuedJanuary11,

2005,in this Docket,theCommissiondesignatedORSastheAdministratorof theSouth

CarolinaIntrastateUniversalServiceFund.TheCommissionoriginally settheguidelines

for Fund administrationin Order No. 2001-996.Basedon the experiencegainedfrom
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administeringthe Fund for the past fourteenmonths,ORS statesthat it has identified

certain issues that require clarification. The audits conductedby ORS show that

companiesare interpretingthe guidelinesdifferently. Specifically, thereappearsto be

someconfusionasto what typesof revenuesshouldbe included for Fundassessment.

ORSseeksanexpeditedruling, asit plansto makeadjustmentsto theFund in theMay-

June 2006 time frame in preparationfor the annual October 1, 2006, fund resizing.

Throughits Petitionfor DeclaratoryOrder,ORS seeksclarification of certainissuesthat

areaffectingtheFundadministrationandwill impactanyadjustmentsto theFund.

The issuesthat require clarification are as follows: (1) whether international

revenuesshouldbe includedin the intrastateUSF assessment;(2) whetherundercurrent

Commissionorders,broadbandandwirelessservicesrevenuesshouldbe includedin the

intrastateUSF assessment;(3) whether revenuesfrom directory listings, surcharges

assessedto recoverFederalUSF charges,and revenuesfrom the provision of special

accessservicesto retail end usersshouldbe includedin the intrastateUSF assessment;

(4) how the enduserUSF surchargesshouldbe assessedto servicesprovidedto Lifeline

recipients;and(5) whethertheORShastheauthorityto write off uncollectibledebts.

The first issueconcernswhetherrevenuefrom internationalcalls that originate

and/orterminatewith a SouthCarolinaendusershouldbe includedin the intrastateUSF

assessment.ORSseeksa declaratoryruling that suchrevenueshouldnot be includedin

the intrastateUSF assessment.We agreewith theORSpositionandsodeclare.Our Order

No. 2001-996promulgatedthe original guidelinesfor USF administration.Although,

Exhibit A, page4 statedthat "all telecommunicationscardersoffering serviceswithin the
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stateshallcontributeto theUSFon thebasisof their relativesharesof all retail 'end user'

telecommunications revenues generated by and/or billed to an end user in the State of

South Carolina," page 2, Exhibit B to that same Order was more specific. That portion of

the Guidelines stated that end user retail telecommunications revenues included both

interstate and intrastate generated by and/or billed to an end user in South Carolina. The

Commission did not expressly include international calls that originated and/or

terminated to an end user located in South Carolina. Since the present guidelines do not

include revenues from international calls, we agree with ORS's position and so declare

that such revenue should not be included in the intrastate USF assessment.

The second issue is whether, under current Commission orders, wireless and

broadband revenues should be included for assessment purposes. We declare that such

revenues should not be so included. While the General Assembly has given the

Commission the opportunity pursuant to S.C. Code Ann. Section 58-9-280 (E) (3) and (9)

to include wireless and broadband revenues within the Fund, the Commission has not

determined that these two services should be included in the Fund Assessment.

The third issue is whether the Fund assessment should include directory listings,

Federal USF surcharges, and special access charges to end users. ORS submits that the

Fund assessments should not include revenues from directory listings, because directory

listings are not included in the definition of telecommunications services adopted by the

Commission in Order No. 2001-996. However, ORS states its belief that the Fund

assessment should include revenues from Federal USF surcharges collected and special
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accesssalesto retail endusersin SouthCarolina.We agreewith ORSonbothpointsand

sodeclare.

Thefourth issuerequiringclarificationis themannerin which theUSF surcharge

is chargedto Lifeline customers.While somecompaniesdonot assesstheUSF surcharge

onanyof the servicesprovidedto Lifeline customers,othercompaniesdo not assessthe

USF surchargeon theexchangeaccessline chargesfor Lifeline customers,but do assess

theUSF surchargefor othervertical servicesto which therecipientmay subscribe.ORS

requeststhat theCommissionissueaDeclaratoryOrderthattheUSF surchargeshouldbe

collectedon servicesprovidedto a Lifeline customerthat exceedthe Lifeline credit, for

purposesof uniformity andto ensurenondiscriminatorytreatment.Again, we agreewith

ORSandsodeclare.We think thatthedelineationproposedby ORSis logical andshould

allowachievementof thestatedgoalsof uniformity andnondiscriminatorytreatment.

Thefifth andfinal issuerequiringclarification is whetherORShasthe authority

to write-off baddebtsandremovethecorrespondingamountsfrom accountsreceivable.

Theindependentauditor,ScottMcElveen,L.L.P., recommendedthat, aspartof generally

acceptedaccountingprinciples, suchan allowancefor bad debt shouldbe established.

ORSalsonotesthat asaresultof thewrite-off, theFundwill experiencea shortfallwhich

mustbe addedto the contributionrequirementin the following year.This is consistent

with OrderNo. 2001-996,Exhibit A, Paragraph7, which statesthat anyfundingshortfall

existing at the endof a Plan yearshallbe addedto the contributionrequirementin the

following year. In any event,ORS requeststhat the Commissionissuea Declaratory



DOCKETNO. 1997-239-C- ORDERNO. 2006-335
July3, 2006
PAGE5

Orderstating that ORS hasthe necessaryauthority to removebad debts from account

receivables.We agreethatORSshouldhavethis authority,andwe sodeclare.

Accordingly,we have grantedORS' requestfor a DeclaratoryOrderon eachof

the five issuesproposedandhaveadoptedthe ORSpositionsoneach.We trust that our

rulings will allow ORS to completeits contemplatedadjustmentsprior to the annual

resizingof theIntrastateUniversalServiceFund.Further,the SCCTAPetitionis held in

abeyanceandshallbeconsideredat a laterdate.

This Order shall remain in full force and effect until further Order of the

Commission.

BY ORDEROFTHE COMMISSION:

Ran tc ,

ATTEST:

G.O'Neal Hamilton,Vice Chairman

(SEAL)


